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Financial inclusion is an important mechanism for alleviating poverty and promoting economic 
development in emerging nations.  
However, greater financial inclusion involves encouraging the provision of services to potential customers 
who may offer little in the way of immediate opportunities for profit for providers. In this environment, 
market forces alone cannot be expected to deliver profitable products that match end-users’ needs and 
wants.  
Regulators concerned with financial inclusion need to help minimise the gap between what market forces 
would otherwise provide, and what end-users need, want, and can afford.  
Historically, financial regulators were concerned solely with maintaining the integrity of the financial 
system. The promotion of financial inclusion represents a new and different role for financial regulators. It 
requires them to focus not only on financial sector supervision, but on broader economic growth and social 
policy objectives. The dual nature of this role, which necessitates a change of mind-set, has been referred 
to as ‘the two sides to the financial inclusion coin’. 
To promote financial inclusion, this paper, which has been funded by the Centre for International Finance 
and Regulation (CIFR), recommends financial regulators look not only at the design of regulatory 
frameworks, but also at building consumer demand for Digital Financial Services (DFS).  
In this paper, DFS refers to a range of financial services accessible via digital remote access, including e-
money or mobile money. DFS contrasts with traditional financial services that are accessed through 
physical means, such as visiting a bank.  
Consumer demand is one of several components of a successful DFS system. This paper focuses on the role 
of regulators in understanding and building consumer demand for innovative financial products that 
improve financial inclusion.  
If service providers take the approach of ‘build it and they will come’, and regulators respond solely by 
devising risk-based regulations, the result may be low product uptake and limited success. This is because 
the offering may not necessarily match what consumers need and want.  
 
 
 
 
To develop a successful DFS offering, it is necessary to look beyond availability, accessibility and 
affordability. Product developers must ensure their offerings meet consumer demand to the extent that 
usage is likely to increase. This is conducive to product sustainability. 
Aligned with this, developers should not assume that new product education programs will automatically 
create consumer demand. Instead, developers need to acquire a more detailed understanding of particular 
features and functionality that their intended end-users regard as important.  
Clearly, consumer demand is critical in determining whether the requisite scale for product profitability will 
be achieved.  
This paper contends that financial regulators can increase their focus on understanding and building 
consumer demand for DFS, specifically by:  
 Understanding the financial desires of those for whom banking services are presently either non-
existent or inadequate; and 
 Facilitating processes that can build demand for financially inclusive products and services.  
Regulators who first understand consumer demand are better placed to appreciate which market 
developments need to be encouraged or facilitated through policy and regulatory initiatives.  
Regulators can assess a DFS product’s potential for promoting financial inclusion by considering the extent 
to which it takes account of the local context and the strength of its customer value proposition. 
Emphasising these two aspects in a DFS initiative increases the likelihood of providers delivering a customer 
solution that is useful and relevant for the target market.  
It stands to reason that any new offering must be evaluated in the context of what customers are currently 
receiving. Only then can a reasonable assessment be made of what might or might not be successful.  
With regard to the customer value proposition, developers need to understand consumers’ aspirations and 
preferences. This will be integral in assessing the likely market response to any new offering.  
Regulators can encourage the development of successful and sustainable DFS initiatives by encouraging, 
and being a part of, efforts to build consumer demand. Specifically, by taking an approach that encourages 
service providers to explore and test service initiatives, regulators can shorten and smooth the path from 
concept to product launch. An area where this type of regulatory approach can be particularly effective is 
the facilitation of electronic cash payments using mobile money. Promoting financial literacy and 
developing open and interconnected payments infrastructure are two further areas where regulators can 
influence consumer demand.  
 
 
 
 
Possibly the greatest contribution that regulators can make is the facilitation of demand-boosting 
partnerships. Such collaborative efforts help to enhance product and service offerings, which in turn 
strengthens the broader financial system. 
Partnerships between non-banks and banks within the DFS arena are beneficial on a number of fronts: 
 Partnerships can help address regulatory concerns. For example, the pool of funds held by a non-
bank may be reduced if end-users transfer funds into prudentially regulated deposit accounts at a 
bank as a result of a partnership between the bank and a mobile money provider. Also, 
partnerships can facilitate deeper product offerings that go beyond bill payments and remittance 
activities to encompass broader services such as credit and insurance.  
 From a bank’s perspective, partnering with non-traditional competitors can provide an opportunity 
to tap into innovative digital solutions that may otherwise be beyond their capability. Similarly, 
from a non-bank’s perspective, working with a bank enables them to draw on the resources of the 
bank’s governance and operations models.  
Notwithstanding their potential benefits, partnerships between non-banks and banks give rise to potential 
risks that regulators need to consider as part of their approval process for these structures. These risks may 
be divided according to whether they relate to collaboration or to the consumer.  
Collaboration risks refer to the challenges regulators face in determining whether proposed structuring 
arrangements sufficiently clarify each party’s responsibilities, and whether they adequately address 
governance considerations.  
Consumer risks grow as the range of product offers available via mobile phone or other digital device 
expands. It is important that these risks are prevented, or at least minimised, before consumer protection 
problems arise that might negatively affect users’ trust in a new DFS. Without consumer trust, the uptake 
and usage of new DFS products will almost inevitably be compromised. 
This research paper has taken a first step in providing guidance for regulators in responding to risks and 
regulatory challenges arising from proposed partnerships in DFS.  
 
